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Office of International Corporate Fir
Securities and Exchange Commission
450 Fifth Street N W
WASHINGTON D C 20549

arch 2005

Dear Sir/Madam g' M\/ A ‘{0) R @fj Eé %9
SOUTHCORPYIMITED - FILE 82-2692
CANCELLATION OF OPTIONS

We enclose herewith for filing a copy of the above announcement that was lodged with the
Australian Stock Exchange today.

The notice is to be filed with respect to the Company's obligation pursuant to Rule 12g3-2(b).
Please acknowledge receipt of this letter by stamping and returning the enclosed copy in the

self addressed envelope provided for your convenience.

Yours faithfully
SOUTHCORP LIMITED

M M HUDSON
COMPANY SECRETARY

Encl

cc: Mark R. Saunders, Global Markets Capital Corp.

SOUTHCSHRP

Southcorp Limited ABN 80 007 722 643
403 Pacific Highway, Artarmon NSW 2064, P.O. Box 366, Artarmon NSW 1570, Australia
Telephone +61 2 9465 1128  Facsimile: +612 94651182  E-mail: nick.mowat @southcorp.com.au
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Manager Announcements
Company Announcements Office
Australian Stock Exchange Limited
20 Bridge Street

SYDNEY NSW 2000

Dear Sir/Madam
CANCELLATION OF OPTIONS
We advise that the number of options granted pursuant to the Southcorp Executive Share and

Option Plan to acquire additional fully paid ordinary shares in the capital of the Company
have lapsed and been cancelled, in accordance with the rules of the Plan, as set out below:

Date Options Granted Exercise Price Date Options Lapsed No. of Options Lapsed

12 November 1999 $5.38 1 March 2005 50,000
Yours faithfully
SOUTHCORP LIMITED
M M HUDSON
COMPANY SECRETARY
SOUTHCg#RP

Southcorp Limited ABN 80007 722 643
403 Pacific Highway, Artarmon NSW 2064, P.O. Box 366, Artarmon NSW 1570, Australia



e

Australia’s Most Famous Wine

The Manager
Stop 3-9

E

@

19

{

~

vD
ROSEMOUNT
ESTATE

The prestige wine of Ausiratia

Office of International Corporate Finance

Securities and Exchange Commission
450 Fifth Street N W
WASHINGTON D C 20549

Dear Sir/Madam

LINDEMANS

8 March 2005

SEC EXEMPTION NO 82-2692

SOUTHCORP LIMITED - FILE 82-2692
SUPPLEMENTARY TARGET’S STATEMENT, MEDIA RELEASE, LETTER AND

PRESENTATION SLIDES

We enclose herewith for filing a copy of the above announcement that was lodged with the

Australian Stock Exchange today.

The notice is to be filed with respect to the Company's obligation pursuant to Rule 12g3-2(b).
Please acknowledge receipt of this letter by stamping and returning the enclosed copy in the

self addressed envelope provided for your convenience.

Yours faithfully
SOUTHCORP LIMITED

A

M M HUDSON
COMPANY SECRETARY

Encl

cc: Mark R. Saunders, Global Markets Capital Corp.

SOUTHC#RP

Southcorp Limited ABN 80 007 722 643

403 Pacific Highway, Artarmon NSW 2064, P.O. Box 366, Artarmon NSW 1570, Australia
Telephone +61 2 9465 1128  Facsimile: +61 2 9465 1182

- E-mail: nick.mowat @southcorp.com.au



Southcorp Limited (ABN 80 007 722 643)

Supplementary Target's Statement

1. Introduction

This document is a supplementary target's statement under section 644 of the
Corporations Act. ltis the first supplementary target's statement (Supplementary Target's
Statement) issued by Southcorp Limited (ABN 80 007 722 643) (Southcorp) in relation to
the off-market takeover bid (Offer) by Beringer Blass Wines Pty Ltd (ACN 105 344 965), a
wholly owned subsidiary of Foster's Group Limited (ABN 49 007 620 886), for all the
ordinary shares in Southcorp.

This Supplementary Target's Statement supplements, and should be read together with,
the target's statement dated 17 February 2005 (Original Target's Statement) in relation to
the Offer. Unless the context requires otherwise, defined terms in the Original Target's
Statement have the same meaning when used in this Supplementary Target's Statement.

2. Independent Expert's Report

At the request of the Directors of Southcorp, Lonergan Edwards & Associates Limited
(ABN 53 095 445 560) (the Independent Expert) has prepared a report in connection with
the Offer. A copy of the Independent Expert's report is attached as an Annexure to this
Supplementary Target's Statement. 4

The Independent Expert has valued Southcorp at between $4.57 and $4.80 per share and
has concluded that Foster's Offer of $4.14 is neither fair nor reasonable.

3. Consent

Lonergan Edwards & Associates Limited (ABN 53 095 445 560) has given, and before the
date of issue of this Supplementary Target's Statement has not withdrawn, its consent:

. to be named in this Supplementary Target's Statement in the form and context in
which it is named;

o to the inclusion in this Supplementary Target's Statement of its report in the form
and context in which the report is included; and

. to the inclusion in this Supplementary Target's Statement of statements based on
or referable to statements made in its report, in the form and context in which such
statements are included.

4, Authorisation

This Supplementary Target's Statement has been approved by a resolution passed by the
Directors of Southcorp.

caeb S0111485495v1 205455401  7.3.2005 Page 1



DATED 8 March 2005
SIGNED for and on behalf of Southcorp

Martin Hudson
Chief General Counsel & Company Secretary
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Annexure
Independent Expert's Report
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ABN 53 095 445 560
AFS Licence No 246532
Level 27, 363 George Street

The Directors Sydney NSW 2000 Australia

Southcorp Limited GPO Box 1640, Sydney NSW 2001
403 Pacific Highway Telephone: 61 2] 8235 7500
Artarmon NSW 2064 Facsimile: {61 2] 8235 7550

www lonerganedwards.com.au

7 March 2005

Subject:  Takeover offer for Southcorp Limited by Foster’s Group
Limited

Dear Sirs

Introduction
1 On 17 January 2005, Foster’s Group Limited (Foster’s) announced that:

(a) on 13 January 2005 Foster’s had acquired an 18.8% interest in Southcorp
Limited (Southcorp) for A$4.17 per share from Southcorp’s largest
shareholder, Reline Investments Pty Limited (Reline); and

(b) Foster’s intended to make a conditional off-market takeover offer (the
Offer) for all the shares in Southcorp that it does not own at A$4.17 per
share in cash.

2 Following the announcement by Southcorp that it will pay a dividend of 3 cents
per share with respect to the six months ended 31 December 2004, the Offer price
has been reduced to A$4.14 per share.

3 Southcorp is a major Australian wine producer, providing viticulture, production
and marketing of red, white, sparkling and fortified wines. In the year ended 30
June 2004 Southcorp sold 20.1 million cases of Winel, generating net sales
revenue of A$1.16 billion predominantly in the Americas, Australasia, the UK and
Europe.

' Excludes sales of bulk wine.

Liability limited by a scheme approved under Professional Standards Legislation i
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4 Southcorp has over 8,000 hectares of vineyards throughout the main grape
growing regions of Australia, with a network of 11 wineries located in NSW,
Victoria, South Australia and Western Australia. The company also owns
vineyards and a winery in France and has small viticulture activities in the United
States of America. Its four core premium brands are Penfolds, Rosemount Estate,
Lindemans and Wynns Coonawarra Estate. In aggregate these brands account for
around 81% of Southcorp’s total sales revenue and around 75% of total sales
volume.

5 Foster’s is an Australian based, international multi-beverage company. Its main
businesses are Carlton and United Beverages (producing, selling and distributing
beer, spirits, RTDs, cider, wine and non-alcoholic beverages), Beringer Blass
Wine Estate (producing, marketing and selling premium wine internationally),
Foster’s Clubs and Services (consumer direct wine clubs and wine services
business) and Foster’s Brewing International (responsible for the development of
the Foster’s Lager brand globally).

6 Foster’s produces, markets and sells 19 million cases of wine annually, resulting in
revenues of over A$1.4 billion. Following the sale of all vineyards identified for
divestment under the June 2004 Wine Trade Review, Foster’s will control
approximately 7,800 hectares of vineyard plantings in Australia, New Zealand,
California and Europe. Major brands include Foster’s Lager, Victoria Bitter,
Crown Lager, Carlton Draught, Cascade Premium Lager, Wolf Blass, Beringer,
Yellowglen, Matua Valley, Saltram Estate, Jamieson’s Run, Stag’s Leap Winery,
Chateau St. Jean, Meridian and Castello di Gabbiano.

7 Whilst there is no statutory requirement for Southcorp to obtain an Independent
Expert’s Report (IER), the Directors of Southcorp have requested that Lonergan
Edwards & Associates Limited (LEA) prepare an IER stating whether, in LEA’s
opinion, the Offer by Foster’s is “fair and reasonable”.

8 LEA is independent of Southcorp and Foster’s and has no involvement with, or
interest in, the outcome of the Offer other than the preparation of this report.

Summary of opinion

9 LEA has concluded that the Foster’s Offer is neither fair nor reasonable.

Forecast short term profit improvements

10 Southcorp’s historical and forecast results for the years ending 30 June 2005 and
30 June 2006 do not reflect the full profit benefit from previously announced
rationalisation and re-organisation initiatives. Profits during 2005 and 2006 will
also be adversely affected by onerous grape price contracts and do not reflect the
full benefit of the prevailing reduced grape prices.
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Forecast medium term profit improvements

11 As a result of identified cost saving initiatives, long term earnings before interest,
tax and goodwill amortisation (EBITA) should significantly exceed the level of
normalised EBITA forecast for the year ending 30 June 2006 of around A$200
million (adjusted for non-recurring items), with further significant profit increases
likely to emerge thereafter from the rationalisation and re-organisation initiatives.

12 However, as the full benefits of these initiatives will not be reflected in
Southcorp’s profits until 2009, we have separately assessed the present value of
these benefits which amount to a further A$43.6 million per annum by 2009.

Benefits unique to Southcorp

13 In order to ensure that there is no double counting of forecast profit improvements
in the EBITA multiple and the forecast profits, and no double counting of synergy
benefits, we have:

(a) based our 2006 EBITA multiple on the EBITA multiples of other listed
wine companies

(b) applied a premium for control

('c) reduced the resulting EBITA multiple applied to base earnings to eliminate
that part of the premium for control relating to synergy benefits

(d) valued the synergy benefits separately

(e) only capitalised those profit improveﬁlents which are unique to Southcorp
and which, by definition, cannot be reflected in the EBITA multiples of
other publicly listed companies or market transactions

() discounted additional post 2006 profits arising out of cost saving initiatives
already put in place to their present value at a risk adjusted discount rate

(2) cross-checked the EBITA multiple implied by our total assessed enterprise
values for reasonableness with the EBITA multiples implied by other
recent acquisitions in the wine industry

(h) further cross-checked the reasonableness of our total assessed enterprise
value and EBITA multiple, having regard to the forecast profit growth of
Southcorp relative to the forecast growth of other comparable listed wine
companies.

: Excluding non-recurring items and gains from Southcorp’s hedge book.
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Share of synergy benefits

14 In addition to the benefits of acquiring Australia’s leading wine company,
potential purchasers of Southcorp should be able to generate very significant
synergy benefits. In the case of the acquisition of Southcorp by Foster’s these
benefits have been assessed by Southcorp management at some A$160 million per

annum.

15 This assessment of the synergy benefits does not include enhanced revenue
opportunities which are also likely to be available to Foster’s or to other potential
purchasers.

16 In our valuation of Southcorp we have included a proportion (but not all) of the

synergies available to potential purchasers. In our opinion, this is appropriate
given the high value of potential synergies (which is very material relative to
Southcorp’s standalone profitability) and the strategic value of Southcorp to
potential acquirers.

17 In our opinion, it is not correct to exclude the value attributable by us to synergies
to derive the value of Southcorp shares. This is because observed market
transactions from which market values and transaction multiples are derived
frequently reflect an element of synergy benefits. However, we have separately
assessed the proportion of synergies we believe should be reflected in Southcorp’s
market value, and have therefore reduced the EBITA multiple applied to base
earnings accordingly (so as to not double count the value of synergies).

Valuation of Southcorp

18 LEA has valued 100% of the ordinary shares in Southcorp on a controlling interest
basis at between A$4.57 and A$4.80 per share (after deducting the 3 cent interim
dividend), as summarised below:

2006 base EBITA 96 200.0 200.0

EBITA multiple applied to base earnings 104 13.8 14.2
2,760.0 2,840.0
NPV of benefits specific to Southcorp post 2006 118 438.2 454.9
Net capital expenditure and implementation costs
associated with initiatives 120 54.7) (54.7)
Share of synergies 135 630.0 710.0
Enterprise value : 3,773.5 3,950.2
Net debt™ 143 (450.0) (450.0)
Surplus assets 141 29.1 29.1

Market value of hedge book™ 145 70.0 70.0
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Value of Souitheorp

it

Value of 100% of shares — including dividend 3,422.6 3,599.3

Shares on issue'® 44 744.5 744.5
Value per share — including dividend $4.60 $4.83
Less interim dividend ($0.03) ($0.03)
Value per share — excluding dividend $4.57 $4.80
Notes:

1 NPV is net present value.

2 Excludes capital expenditure and costs associated with initiatives allowed for separately
above.

3 Net of tax.
Southcorp has 4,325,953 options on issue, exercisable at prices ranging from A$2.83 to
A$5.42. However, almost all options are subject to holding period and/or performance
hurdles which have not yet been met. Furthermore, only a small proportion of the options
which are in the money are currently exercisable in the event of a takeover. Consequently,
the dilutionary impact of outstanding options is not material.

Overall, our total value of Southcorp represents a 2006 (forecast) EBITA multiple
of 18.9 to 19.8 and a 2006 (forecast) EBITDA multiple of 15.4 to 16.2 (based on
base earnings before hedge book gains and before the full benefit of rationalisation
initiatives), calculated as follows:

Enterprise value (a)( ) 3,773.5 3,950.2

2006 base EBITA (b)? 200.0 200.0
2006 Depreciation 44.5 44.5
2006 base EBITDA (c)® 244.5 244.5
2006 base EBITA multiple (a < b) 18.9 19.8
2006 base EBITDA multiple (a + c) 15.4 16.2
Notes:

1 Includes proportion of value of synergy benefits.

2 EBITA and EBITDA excludes the full year benefit of rationalisation and re-organisation
initiatives and lower grape prices resulting from the expiry of onerous grape contracts which
are forecast to generate a further A$43.6 million per annum (in real terms) by 2009.
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In our opinion, these overall multiples are reasonable when compared to recent
transaction multiples (for example the (historical) EBITA multiples paid for Peter
Lehmann 19.7, Petaluma 22.2, Pipers Brook 31.3, Banksia 20.6, Montana 24.2 and
Mondavi 21.5 - refer Appendix D), the significant profit improvements to emerge
in 2007 to 2009 from the announced initiatives, and the large value of the
synergies available to potential acquirers.

Implied takeover premium

21

22

Overall, our value per share (including the 3 cent dividend) implies the following
takeover premiums:

22 November 2004 closing price 1 month prior 3.52 30.7 37.2
22 September 2004 closing price 3 months prior 3.43 34.1 40.8

1-Month VWAP (22/11/04 — 21/12/04) 3.66 257 32.0
3-Month VWAP (22/9/04 — 21/12/04) 3.57 28.9 353

Note:

1 Due to the significant increase in the price of Southcorp’s shares between 22 December 2004
and 30 December 2004 (which indicates that there was speculation in the market about
pending corporate activity in relation to Southcorp shares) we have calculated the premium
using the listed market prices on or prior to 22 December 2004.

The takeover premiums implied by our valuation are consistent with average
takeover premiums. However, given the very high value of synergy benefits, in
our opinion, an above average takeover premium is appropriate (consistent with
the range of premiums implied by other market transactions where significant
synergies were expected to be generated).

Assessment of fairness

23

As the value of the consideration offered by Foster’s of A$4.14 (excluding the 3
cent interim dividend) is less than our assessed value of 100% of the shares in
Southcorp of A$4.57 to A$4.80 per share (excluding the 3 cent dividend) we are
of the opinion that the Offer is not fair.
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Assessment of reasonableness

24 Pursuant to ASIC Policy Statement 75, an offer may be “reasonable” if, despite
not being “fair” but after considering other significant factors, shareholders should
accept the offer in the absence of any higher bid before the close of the offer.

25 In our opinion, the Foster’s Offer is neither fair nor reasonable because:

(a) the value of the consideration offered by Foster’s is significantly less than
the value of 100% of Southcorp shares on a controlling interest basis

(b) Foster’s does not currently control Southcorp and should therefore be
prepared to pay a premium for control to reflect the passing of control to
Foster’s under the Offer

{c) since the Foster’s Offer was announced the market price of Southcorp
shares has exceeded the price offered by Foster’s. Following the
announcement of the Offer up until 4 March 2005 Southcorp shares have
traded at prices ranging from A$4.30 to A$4.76. This suggests that the
market consensus view is that the Offer is too low (consistent with our
view) and will need to be increased if Foster’s Offer is to be successful

(d) Southcorp shareholders are not being paid a reasonable share of the very
significant synergy and efficiency benefits which Foster’s are likely to be
able to generate if the takeover is successful. Given the size of these
synergies and efficiencies, and the fact that the acquisition of Southcorp
will result in Foster’s becoming the world’s largest premium wine
company by revenue’, we believe Foster’s should be prepared to pay a
higher price than currently offered.

Valiie of Southcorp to Foster’s

26 Assuming Foster’s achieves the synergies estimated by Southcorp management,
the value of Southcorp to Foster’s would range between A$5.84 and A$5.97 per
share, calculated as follows:

Value of Southcorp 3,422.6 3,599.3

Total value of synergies 1,5775 1,577.5
Less share of synergies reflected in our value (630.0) (710.0)
Value of Southcorp to Foster’s 4,370.1 4,466.8
Shares on issue 7445 744.5
Value of Southcorp to Foster’s — including dividend $5.87 $6.00
Less interim dividend (0.03) (0.03)
Value of Southcorp to Foster’s — excluding dividend $5.84 $5.97

* Source: Foster’s Investor Presentation, 17 January 2005 and Southcorp’s Target Statement dated 17
February 2005
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27 As indicated above, the value of Southcorp to Foster’s significantly exceeds our
value of Southcorp. This is because our value of Southcorp assumes that a
potential purchaser would pay away an amount equal to A$630 million to A$710
million for synergy benefits (equivalent to approximately 40% to 45% of the total
value of synergies identified by Southcorp). Our assessment of the value of
synergy benefits allows for the risks associated with achieving the synergy
benefits, uncertainty as to their timing and quantum and allows for the fact that a
bidder would only pay away a proportion of the total value of synergy benefits
identified. In contrast, the value of Southcorp to Foster’s reflects 100% of the
value of synergies.

Other matters

28 The impact of accepting the Offer on the tax position of Southcorp shareholders
depends on the individual circumstances of each investor. Shareholders should
consult their own professional advisers if in doubt as to the taxation consequences
of the Offer.

29 The ultimate decision whether to accept the Offer should be based on each
shareholder’s assessment of their own circumstances, including their risk profile,
liquidity preference, tax position and expectations as to value and future market
conditions. If shareholders are in doubt about the action they should take in
relation to the Offer or matters dealt with in this report, shareholders should seek
independent professional advice. For our full opinion on the Offer, and the
reasoning behind our opinion, we recommend that Southcorp shareholders read
the remainder of our report.

Yours faithfully

s /M‘f& oé}%—/
Craig Edwards Wayne Lonergan
Authorised Representative Authorised Representative

A

Julie Planinic
Authorised Representative
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I Key terms of the Offer

Offer price

1 On 17 January 2005, Foster’s Group Limited (Foster’s) announced that:

(a) on 13 January 2005 Foster’s had acquired an 18.8% interest in Southcorp
Limited (Southcorp) for A$4.17 per share from Southcorp’s largest
shareholder, Reline Investments Pty Limited (Reline); and

(b) Foster’s intended to make a conditional off-market takeover offer (the
Offer) for all the shares in Southcorp that it does not own at A$4.17 per
share in cash.

2 Following the announcement by Southcorp that it will pay a dividend of 3 cents
per share with respect to the six months ended 31 December 2004, the Offer price
has been reduced to A$4.14 per share.

Conditions

3 At the date of this report, the Offer is subject to the following conditions:

. Foster’s and its associates acquiring a relevant interest in at least 90% (by
number) of Southcorp shares

. Australian Competition and Consumer Commission (ACCC) regulatory
approval
. Other relevant regulatory approvals including European Commission

regulatory approval and local liquor licensing approvals

. No decision being made by a public authority which materially adversely
impacts on the Offer

J No material adverse change in the business, assets, liabilities, financial
position, trading position, performance, profitability or prospects of
Southcorp

. Southcorp making no major acquisitions, disposals or commitments

between 12 January 2005 and the end of the Offer period
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. No person exercising or stating an intention to exercise rights under a
material contract because of the proposed acquisition of Southcorp by
Foster’s resulting in borrowed monies becoming immediately repayable,
the contract being terminated or modified or the business of Southcorp
being adversely affected

. No dividend or other distribution to Southcorp shareholders being declared
or paid during the Offer period

. No write-down of more than A$50 million or profit downgrade by
Southcorp

. The ASX 200 Index not closing below 3,600

. The continued availability of Foster’s share acquisition and refinancing
facility
. All Southcorp options being either exercised, cancelled or subject to

cancellation agreements between Foster’s and the holder

. None of certain prescribed occurrences as defined in Foster’s Bidder’s
Statement occurring before the end of the Offer period.

More detail on the above conditions is set out in Foster’s Bidder’s Statement.

On 21 February 2003, Foster’s announced that it would not rely on the payment of
the 3 cent interim dividend by Southcorp as grounds to avoid completing the
takeover bid.
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I  Scope of our réport

Purpose

6 Whilst there is no statutory requirement for Southcorp to obtain an Independent
Expert’s Report (IER), the Directors of Southcorp have requested that LEA
prepare an [ER stating whether, in LEA’s opinion, the Offer is fair and reasonable
and the reasons for that opinion.

7 This report has been prepared to assist the Directors of Southcorp in making their
recommendation to shareholders in relation to the Offer and to assist the
shareholders of Southcorp assess the merits of the Offer. The sole purpose of this
report is to set out LEA’s opinion as to whether the Offer is fair and reasonable.
This report should not be used for any other purpose or by any other party.

8 The ultimate decision whether to accept the Offer should be based on each
shareholders’ assessment of their own circumstances, including their risk profile,
liquidity preference, tax position and expectations as to value and future market
conditions. If in doubt about the Offer or matters dealt with in this report,
shareholders should seek independent professional advice.

Basis of assessment

9 Our report has been prepared as if it was required under section 640 of the
Corporations Act. Consequently, in preparing our report we have had regard to
the Policy Statements and Practice Notes issued by the Australian Securities and
Investments Commission (ASIC), particularly Policy Statement 75 “Independent
Expert Reports to Shareholders”.

10 Pursuant to Policy Statement 75, an offer is “fair” if the value of the offer price or
consideration is equal to or greater than the value of the securities that are the
subject of the offer. This comparison must be made assuming 100% ownership of
the target company and should not consider the percentage holding of the offeror
or its associates in the target company.

11 Policy Statement 75 considers an offer is “reasonable” if it is fair. An offer may
also be reasonable if, despite not being “fair” but after considering other

significant factors, shareholders should accept the offer in the absence of any
superior bid before the close of the offer.

12 Consequently, we have considered:

{(a) the market value of 100% of the shares in Southcorp on a controlling
interest basis

(b) the value of the consideration offered
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(©) the extent to which (a) and (b) differ (in order to assess whether the Offer
is fair under ASIC Policy Statement 75) -

(d) other qualitative and strategic issues associated with the Offer.

Limitations and reliance on information

13 Our opinion is based on economic, market and other conditions prevailing at the
date of this report.

14 Our report is also based upon financial and other information provided by
Southcorp and other publicly available information. We have considered and
relied upon this information and believe that the information provided is reliable,
complete and not misleading and we have no reason to believe that material facts
have been withheld. The information provided was evaluated through analysis,
enquiry and review for the purpose of forming an opinion as to whether the Offer
is fair and reasonable. However, in assignments such as this, time is limited and
we do not warrant that our enquiries have identified or verified all of the matters
which an audit, extensive examination or “due diligence” investigation might
disclose. None of these additional tasks have been undertaken.

15 We understand the accounting and other financial information that was provided
to us has been prepared in accordance with generally accepted accounting
principles and is consistent with the method of accounting in previous years
(except where noted).

16 An important part of the information base used in forming an opinion of the kind
expressed in this report is the opinions and judgement of management. This type
of information has also been evaluated through analysis, enquiry and review to the
extent practical. However, it must be recognised that such information is not
always capable of external verification or validation.

17 We in no way guarantee the achievability of the forecasts of future profits.
Forecasts are inherently uncertain. They are predictions by management of future
events which cannot be assured and are necessarily based on assumptions of future
events, many of which are beyond the control of management. Actual results may
vary significantly from forecasts.

18 We have assumed that these forecasts have been prepared fairly and honestly
based on the information available to management at the time and within the
practical constraints and limitations of such forecasts. We have assumed that the
forecasts do not reflect any material bias. We have no reason to believe that these
assumptions are inappropriate.
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III Profile of Southcorp

History

19

o

Southcorp originated from the South Australian Brewing, Malting and Wine and
Spirit Company Limited, which was formed in 1888. Southcorp was incorporated
in 1971 under the name, SA Brewing Holdings Ltd. A summary of subsequent
acquisitions, divestments and other key developments is set out below:

wine and spirits)
1986 Acquisition of J Gadsden Australia Ltd (involved in packaging)
1988 Acquired Rheem Australia Ltd
1989 Acquisition of Bradford — White Corporation (a US water heater manufacturer)
1990 Acquisition of Hungerford Hill Wines and Penfold Wines Pty Ltd
1992 Acquisition of Mor-Flo Industries Inc (a US water heater manufacturer)
1993 Brewing and Malting businesses and 105 hotels sold to Lion Nathan
Acquisition of Wrightcel, Colin Martyn Packaging and Pakrite
Name change to Southcorp Holdings Limited
1994 Australian and New Zealand operations of Hoover acquired
1995 PET plastics business of Smorgon and Mecair (Italian control valve
manufacturer) acquired
1996 Sale of protective packaging and concrete business
Acquisition of Bennett Industries (a US based rigid plastic packaging
manufacturer) and Coldstream Australasia (a wine company)
1997 Sale of tank products division and US steel drum business
Name change to Southcorp Limited
1998 Solahart Industries (a solar water heater manufacturer) acquired
1999 Sale of whitegoods, heating and cooling and sellotape businesses
Cuppa Cup Vineyards Limited acquired
2001 Sale of Asia Pacific and North American packaging businesses
Acquisition of Rosemount Estates
Sale of Australasian water heater business
Sale of Clear Air Systems
2002 Sale of American water heater business
Sale of Rouge Homme Winery, but brand retained
Sale of Tulloch Winery and Tulloch and Hungerford Hill brands
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Current operations

20 Following the sale of Southcorp’s packaging businesses in 2001 and water heater
businesses in 2001 and 2002, Southcorp is now focused solely on its wine
operations. The company provides viticulture, production and marketing of red,
white, sparkling and fortified wines. In the year ended 30 June 2004 Southcorp
sold 20.1 million cases of wine4, generating net sales revenue of AS1.16 billion,
predominantly in the Americas, Australasia, the UK and Europe.

Viticulture and grape resources

21 Southcorp has over 8,000 hectares of vineyards located in the premium grape
growing regions of Australia. The geographic spread of the vineyard holdings
provides Southcorp with a diversity of premium fruit styles, and reduces
viticultural risk.

22 A summary of Southcorp’s vineyards by region is set out in the table below:

Nineyards ; ] \ ; . Vineyards mélude'

South Australia

- Northern 1,306 8 1,314 Barossa Valley, Eden Valley,
Clare Valley, Markaranka,
Magill

- Central 626 - 626 McLaren Vale, Langhorne

‘ Creek

- South Eastern 3,008 85 3,183 Coonawarra, Padthaway, Robe,
Bordertown '

Total South Australia 5,030 93 5,123

New South Wales

- Northern 414 21 435 Hunter Valley

- Central 654 33 687 Mudgee, Orange

- Southern 639 25 664 Barooga, Tumbarumba,
Tumblong

Total New South Wales 1,707 79 1,786

Victoria

- Northern 269 10 279 Lake Cullulleraine, Karadoc

- Central and Southern 675 96 771 Great Western, Glenlofty,
Drumborg, Yarra Valley,
Heathcote

Total Victoria 944 106 1,050

%9 litre equivalent cases, excluding bulk wine sales.
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‘Established
. Hectares rds
114 16 130 Margaret River

Total Western Australia 114 16 130

France 159 - 159 Domains de la Motte, Truilhas,
les Boulandiéres

USA 182 - 182 Paso Robles

Total international 341 - 341

Total Southcorp 8,136 294 8,430

23 In the year ended 30 June 2004, 24% of Southcorp’s total grape requirements were
supplied from its own vineyards. However, a significantly larger proportion of
Southcorp’s super premium and premium grape requirements are supplied by its
own vineyards, as shown below:

Own vineyards 53 35 15 24

Grape purchases 47 65 85 76
100 100 100 100
Wineries
24 Southcorp operates a network of 11 wineries in Australia, located in New South

Wales, Victoria, South Australia and Western Australia. The company also owns
vineyards and a winery in France and has small viticulture activities in the United
States of America.

25 Southcorp’s wineries are summarised below:

Wineries

. Fac ftecation .. e 0 | .
Karadoc Mildura, Victoria 98.6 71,000 16.6
Nuriootpa Barossa Valley, South Australia 56.9 40,000 6.4
Denman Hunter Valley, New South Wales 38.0 28,000 5.6
Great Western Western Victoria 21.6 8,000 2.5

Coonawarra South East, South Australia 23.0 35,000
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g .- Annual bottling
: i capacity
acility ati million Titre tonnes) - - (million cases)
Ryecroft McLaren Vale, South Australia 22.8 26,000
Waikerie Riverland, South Australia 17.8 39,000
Seppeltsfield Barossa Valley, South Australia 5.1 7,000
Coldstream Hills Yarra Valley, Victoria 0.4 1,200
Devil’s Lair Margaret River, Western Australia 1.0 2,000
Magill Adelaide, South Australia n/a 150
Herrick Languedoc, France 3.0 3,500
Total 288.2 260,850 31.1

n/a - not applicable

26
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As announced on 28 June 2004, Southcorp intends to consolidate its bottling and
packaging operations in 2005 from four locations into two centres which will be
located at Karadoc in northern Victoria and Nuriootpa in South Australia’s
Barossa Valley. As a result, the bottling and packaging functions and equipment
at Denman and Great Western will be relocated to Nuriootpa and Karadoc by June
2005. Furthermore, the Karadoc and Nuriootpa packaging centres will also be
expanded to increase capacity.

Furthermore:

(a) sparkling wine production, except Methode Champenoise, will be
relocated from Great Western to Karadoc from March 2005

(b) from 2005, vintage operations (ie fruit crushing) for all fortified wines will
be relocated from Seppeltsfield to Nuriootpa and Karadoc

© the winemaking activities at the Yenda winery near Griffith and at the
Waikerie winery in the South Australian Riverland have or will be
transferred to Nuriootpa and Karadoc, eliminating the current duplication
of winemaking facilities. The Yenda winery has been closed and the
Waikerie winery will be sold or closed following the 2005 vintage

(d) Karadoc’s vintage capacity will be expanded by 79,000 tonnes to 150,000
tonnes by financial year 2008

(e) Nuriootpa’s vintage capacity will be expanded by 10,000 tonnes to
approximately 50,000 tonnes by financial year 2007.
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28 Southcorp is also in the process of consolidating its nine distribution centres into
three — a national distribution centre at Karadoc, an international distribution
centre at Nuriootpa and a West Australian distribution centre at Bassendean.

29 These rationalisation initiatives are expected to result in fixed and freight cost
savings, delivering incremental earnings of A$20 million in 2006, rising to A$27
million per annum by 2008. Net capital expenditure of approximately A$52
million (largely related to the upgrade and expansion of facilities at Nuriootpa and
at Karadoc), and redundancy and other implementation costs of A$20 million are

expected to be incurred.

Brand portfolio

30 Southcorp owns some of Australia’s oldest and most prestigious wine brands
including four with more than 150 years heritage. The company’s origins date
back to 1843, when Lindemans was established in the Hunter Valley. Since that
time Southcorp has built up an unrivalled portfolio of more than 20 wine brands,
including Penfolds, Rosemount Estate, Lindemans, Wynns Coonawarra Estate and
Seppelt. Today, the company produces more than 400 different wines across a full

spectrum of prices and styles.

31 Sales volumes by wine category and brand are summarised below:

1 Brands T

Core|premium Penfolds, Rosemount, Lindemans, 13.9 13.5

brands Wynns ‘

Boutique Seppelt, Coldstream Hills, Devil’s 0.7 0.6 0.5

brands Lair, Leo Buring

Value brands Queen Adelaide, Matthew Lang, 2.0 1.8 1.8
Others

Sparkling Seppelt, Lindemans, Seaview, 1.6 1.4 1.4
Rosemount

Soft Pack Kaiser Stuhl, Lindemans, Penfolds 2.6 2.6 2.6

Fortified Seppelt, Penfolds 03 0.3 0.2

Other Buyers’ Own Brand, Private Label, 1.1 0.3 0.2
Others

Total 22.2 20.5 20.1

Note:

Excludes bulk wine sales.
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Brand rankings in Southcorp’s key markets for Southcorp’s core premium brands
is summarised below: :

Penfolds 4 21 58

Lindemans 6 7 15
Rosemount Estate 10 9 21
Wynns Coonawarra Estate 32 78 n/a

Source: AC Nielsen, MAT to 31/1/05 (Australia), 22/1/05 (UK) and 12/2/05 (USA).
n/a - not available.

The Southcorp wine making team received 1,660 awards in 2004, including 32
trophies and 235 gold medals. One of the company’s wine makers also became
the second Southcorp wine maker in successive years to be recognised by the
Wine Society as “Young Wine Maker of the Year”.

In the year ended 30 June 2004 13 new wines were created, including the Little
Penguin range which was launched in the US market.

Recent corporate events

35

A summary of Southcorp’s recent corporate events is set out below:

. 28 June 2004 — Results of asset review announced, involving the

streamlining of Southcorp’s Australian packaging and distribution facilities

and some rationalisation of the company’s wineries. These initiatives are

expected to deliver incremental cash flow of A$28 million per annum and

incremental EBIT of A$27 million per annum by financial year 2008

. 23 July 2004 - announced that Ms Margaret Jackson, AC will join the

Board as a Non-Executive Director and Deputy Chair on 23 August 2004,

filling a vacancy caused by the resignation of Mr T P Burnet

. 23 July 2004 ~ announcement by Maple-Brown Abbott Limited that it had
increased its interest in Southcorp from 10.70% to 11.71% of the fully paid

ordinary shares

. 19 August 2004 — announcement of Southcorp’s results for year ended 30

June 2004

20
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30 December 2004 — Southcorp respended to an ASX share price query
following a rise in the price of Southcorp shares from A$3.70 on 22
December 2004 to A$4.49 on 30 December 2004. Southcorp stated that it
was not aware of any information which could explain the increase in share
price or volume of shares traded

13 January 2005 — shares of Southcorp placed in a trading halt pending
the release of an announcement

17 January 2005 — announcement by Foster’s that it had acquired an
18.8% interest in Southcorp from Reline Investments Pty Limited and
would make a conditional off-market takeover offer for all the shares in
Southcorp that it did not own at A$4.17 per share in cash

17 January 2005 — Southcorp Board recommends shareholders reject
Foster’s Offer describing the Offer as inadequate and opportunistic

28 January 2005 - Southcorp applies to the Takeovers Panel, alleging that
there are a number of material misstatements and omissions in Foster’s
Bidder’s Statement and sought an amendment to the terms of Foster’s
Offer

3 February 2005 — the Takeovers Panel accepts an undertaking from
Foster’s that it will provide additional clarifying information in regard to
the presentation of average broker valuations of Southcorp in Foster’s
Bidder’s Statement

4 February 2005 — announcement to the ASX that Capital Group
Companies, Inc had reduced their shareholding (held on behalf of clients)
in Southcorp from 11.04% t0 9.97%

9 February 2005 — announcement of Southcorp’s results for the six
months ended 31 December 2004. EBITA before significant items
increased 28.3% to A$96.3 million. Net profit after tax (before significant
items) increased 42.6% to A$60.6 million. An unfranked dividend of 3.0
cents per share was also declared

23 February 2005 — announcement to the ASX that Capital Group
Companies, Inc had reduced their shareholding (held on behalf of clients)
in Southcorp from 9.97% to 8.91%

24 February 2005 - Foster’s lodges Supplementary Bidder’s Statement

reducing Offer to A$4.14 to take into account 3 cent interim dividend
declared by Southcorp.

21
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36 A summary of Southcorp’s financial performance for the three years ended 30
June 2004 and the Director’s forecast profit for the years ending 30 June 2005 and
2006 is set out in the following table: ' ‘

Volume (million cases)m
% change

Total revenue

EBITDA before significant items
Depreciation

EBITA before significant itermns'”
Amortisation of intangibles
EBIT before significant items
Significant items (before tax)
Reported EBIT

Net interest expense

Profit before tax

Income tax benefit (expense)
Outside equity interests

Profit after tax

Notes:

1 EBITA before significant items:
Australasian wine businesses
UK / Europe wine businesses
American wine businesses
SGARA profit contribution
EBITA from wine businesses
EBITA from divested businesses
Total EBITA

Year to

30-Jun-06
Forecast
A$m
. 233
11.9% (7.7%) (2.0%) 4.5% 11.0%
2,666.8 1,235.8 1,158.6 1,176.0 1,282.0
380.8 168.1 2227 230.0 282.5
(60.3) (50.2) (46.4) (44.0) (44.5)
320.5 117.9 176.3 186.0 238.0
(39.3) (36.8) - - -
281.2 81.1 176.3 186.0 238.0
149.1 (977.8) (97.1) - -
430.3 (896.7) 79.2 186.0 238.0
(61.5) (44.5) (42.5) (36.0) (36.0)
368.8 (941.2) 36.7 150.0 202.0
(55.6) 18.3 9.5 (37.0) (55.0)
0.5) - - - -
312.7 (922.9) 46.2 113.0 147.0
80.9 40.1 59.4 66.0 82.0
71.9 (8.0) 325 44.0 58.0
134.3 100.0 84.0 85.0 91.0
0.2 (14.2) 0.4 9.0) 7.0
287.3 117.9 176.3 186.0 238.0
332 - - - -
320.5 117.9 176.3 186.0 238.0
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2 Significant gains (losses) comprise:

Restructuring & redundancy costs (20.8) (40.6)
Writedown of property, plant and

equipment ©.7 (65.2)
Net write-back of onerous contract

provisions 8.5 8.7
Writedown of goodwill (642.5)

Writedown of Rosemount Estate brand

name (240.0)

Change to US depletions policy (22.9)

Writedown of investment in

Independence Wine Company (20.5)

Writedown of loans to employees under

share plans (17.2)

Writedown of non-trading receivables (7.4)

Expenses associated with divested

businesses 5.3)

Net gain on sale of divested businesses 149.1

Total significant gains (losses) 149.1 (977.8) 97.1) - -

3 9 litre equivalent case size, excluding sales of bulk wine.
4 The 2005 forecast incorporates the actual result for the six months to 31 December 2005, but excludes costs
associated with the Offer.

37 Major factors impacting on the operating performance of Southcorp during the
above periods are outlined below:

2002

. Divested last non-core business (Water Heaters), recording a A$149.1
million gain on sale

. Southcorp and Rosemount's wine businesses integrated following merger
in 2001

. Wine EBITA before significant items increased 29% from A$223 million
to A$287 million

. On a like for like basis (ie assuming Rosemount merged from 1 July 2000)
Wine EBITA (pre SGARA) increased 13.8%

. Core premium brands generated 79.9% of wine revenue

. Sales revenue per case of core premium wine brands increased 3.9%

. Sales revenue per case for all wine brands increased 8.1% to A$67.34,
reflecting higher proportion of core premium brand sales

. Wine Group inventory to sales ratio reduced from 70.4% to 57.8%

. Debt reduced by A$707.5 million, resulting in lower interest costs
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. Wine volumes increased 11.9%, driven mainly by:

- UK / Europe volumes increasing 17%, largely due to European
sales volumes increasing 35% to 5.5 million cases

- American volumes increasing 26%, largely due to the launch of
new Penfolds branded products in the US market.

2003

. Volumes fell 7.7%, with gains in America offset by reductions in
Australasia (9.3%) and UK / Europe (17.6%)

. Australian Wine EBITA before significant items fell 50% due to

combination of lower volumes and increased competition due to surplus
wine availability, resulting in sales revenue per case falling 6.6%

. UK / Europe Wine business generated a loss before interest, tax and
significant items of A$8 million, largely due to:
- large price discounting
- a 17.6% reduction in volumes due to trade overstocking in 2002

d US margins adversely impacted by introduction of new products at lower
margins and a surplus of Californian wine grapes increasing the volume of
"Super Value" wines in the US$2 to US$4 range

. Goodwill of A$642.5 million was written off

. Rosemount Estate brand name written down by A$240 million to A$340
million.

2004 :

. EBITA before significant items increased 49.5%, principally due to:

- Reduced discounting in the Australian and UK markets

- Tight control over selling and administration costs, with costs
reduced by A$40 million

- Price increases in the Australian market in September 2003

- Positive SGARA profit contribution of A$0.4 million compared to
a loss of A$14.2 million in 2003

- Continued growth in volumes in the American / Canadian business

of 9%
. The strong Australian dollar was estimated to have adversely impacted
profit by around A$19 million (after contribution from the hedge book)
. Results of Review of Production and Distribution Assets announced in

June 2004, with the rationalisation of facilities expected by management to
result in fixed and freight cost savings of A$20 million in 2006 rising to
A$27 million per annum by 2008.

2005

. Modest profit growth expected in 2005, underpinned by a increased
advertising and promotional expenditure. In particular, advertising and
promotion budgets are to be increased A$12 million in 2005 and a further
A$14 million in 2006 respectively compared with the prior corresponding
period
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. The business is also expected to benefit from lower costs realised from the

2004 vintage and continued focus on cost reduction

. However, 2005 earnings will reflect the adverse impact of currency and the
lower availability of super premium wines from the drought affected 2002
vintage. The combined effect of these factors is forecast to adversely

impact EBITA by A$20 million

. During 2005 Southcorp's four bottling and packaging locations are to be
consolidated into two centres

. Southcorp's nine distribution centres will also be consolidated into three
centres

. These initiatives are expected to generate additional EBITA of A$5 million

in 2005 (with the majority of benefits expected in 2006 to 2008).

2006

. Increased volume and revenue growth driven by increased brand
investment in advertising and promotion

. Adverse impact of the strengthening A$ on the 2006 results compared to
2005, after contribution from the hedge book, forecast to be approximately
AS$10 million

. Savings of A$20 million expected from implementation of the Production
and Distribution Assets Review (A$27 million by 2008)

. Other Veraison initiatives are expected to contribute an additional A$11
million EBIT |

. Savings of A$28.8 million due to lower grape prices from the 2005 vintage

and the run-off of legacy grape contracts.

Financial position

38

The financial position of Southcorp as at 30 June 2004 and 31 December 2004 is
set out below:

Current assets
Cash assets
Receivables
Inventories
Foreign currency hedges
Other financial assets
Current tax assets
Prepayments

Total current assets

Non-current asséts
Receivables
Inventories

Foreign currency hedges

30.0 61.3
337.7 321.5
646.7 494 4

49.8 48.4

33.8 -

10.4 10.4

8.6 11.2
1,117.0 947.2

17.4 17.6
175.3 177.9

55.3 63.9



Property, plant and equipment

Grape vines
Intangibles
Deferred tax assets
Prepayments

Total non-current assets

Total assets

Current liabilities
Payables

Interest bearing liabilities
Current tax liabilities
Employee entitlements
Other provisions

Foreign currency hedges

Total current liabilities

Non-current liabilities
Interest bearing liabilities
Deferred tax liabilities
Employee provisions
Other provisions

Foreign currency hedges

Total non-current liabilities

Total liabilities

Net assets

LONERGAN EDWARDS
& ASSOCIATES LIMITED

31/12/04

A$mn

513.5 507.2
174.3 209.2
366.0 366.0
44.6 27.6
0.6 0.5
1,347.0 1,369.9
2,464.0 2,317.1
279.0 2132
44.1 21.3
8.4 10.5
46.1 327
275 242
49.8 48.4
454.9 350.3
584.4 491.7
56.9 47.4
12.9 12.5
11.0 8.8
553 - 63.9
720.5 624.3
1,175.4 974.6
1,288.6 1,342.5

Foreign currency hedges

39

40

Southcorp’s activities expose it to changes in foreign currency exchange rates and
interest rates. The principal derivative financial instruments used to hedge these
risks are interest rates swaps, interest rate options, forward foreign exchange

contracts and foreign currency option contracts.

Gains or losses on hedges arising up to the date of the anticipated transaction,
together with any costs or gains arising at the time of entering into the hedge, are
deferred and included in the measurement of the anticipated transaction when the
transaction occurs. Any gains or losses on the hedge transaction after that date are

included in the statement of financial performance.
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41 The net amount receivable or payable under forward foreign exchange contracts
and the associated deferred gains or losses are recorded in the statement of
financial position as “foreign currency hedges” from the date of inception of the
hedge transaction. Once recognised, these receivables and payables are revalued
to the foreign currency exchange rate applicable at reporting date.

Grape vines

42 The book value of grape vines represents management’s estimate of their net
market value. The net market value of vines is determined as the difference
between the net present value of cash flows expected to be generated by the
produce harvested from the vines (net of vineyard operating costs and capital
expenditure) and the net market value of the other integral fixed assets associated
with the vineyard.

Intangibles

43 Intangible assets represent the written down cost of acquired brands. The large
majority of the brand value recognised on Southcorp’s balance sheet relates to the
value of the Rosemount Estate brand following the acquisition of that brand and
associated business in 2001. In the year ended 30 June 2003 the Rosemount
Estate brand was written down by A$240 million to A$340 million.

Share capital
44 As at 28 February 2005 Southcorp had 744,508,138 ordinary shares on issue.

45 In addition, Southcorp has 4,325,953 options on issue which are exercisable over
unissued shares, as follows: -

)ption plan at
Executive Share and Option Plan 165,000 5.38 30/9/09
Executive Share and Option Plan 335,000 542 30/6/12
Executive Share and Option Plan 1,000,000 2.83 30/10/08
Executive Share and Option Plan 600,000 2.85 30/10/08
Managing Director Share Option Deed 2,000,000 3.36 15/10/08
Executive Share and Option Plan 225,953 3.29 24/12/09

46 All the Executive Share and Option Plan (ESOP) options and Managing Director
options are subject to various holding periods and performance hurdles.
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47 As at 28 February 2005 the holding period and/or performance hurdles for
approximately 95%:of the ESOP options and the Managing Director options had
not been met. Furthermore, only a small proportion of the ESOP options which
are in the money are cusrently exercisable in the event of a takeover.

48 As aresult the dilutionary impact of outstanding options is not material.

Shareholders

49 As at 11 February 2005 the top 10 registered shareholders in Southcorp held
61.39% of the issued capital. The top 10 registered shareholders in Southcorp as
at 11 February 2005 were as follows:

Reline Investments Pty Ltd 139,949,024 18.80
Westpac Custodian Nominees Ltd 77,872,185 10.46
JP Morgan Nominees Ltd 75,363,305 10.12
National Nominees Ltd 64,971,215 8.73
Citicorp Nominees Pty Ltd 26,873,775 3.61
RBC Global Services Australia Nominees Pty Ltd 21,582,064 2.90
ANZ Nominees Ltd 21,199,182 2.85
Cogent Nominees Pty Ltd 11,597,342 1.56
UBS Nominees Pty Ltd (Prime Broking A/C) 10,988,864 1.48
Queensland Investment Corporation 6,547,268 0.88
Top 10 shareholders 456,944,224 61.39

Share price performance

50 The price of Southcorp shares from 1 July 2003 to 28 February 2005 is
summarised in the table below:
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Quarter ending

September 2003 3.31 2.75 3.03 55,825
December 2003 3.28 2.66 2.70 37,510
March 2004 3.28 2.45 3.18 55,505
June 2004 3.58 311 3.14 43,829
Month

July 2004 322 2.95 3.13 64,796
August 2004 3.47 3.02 343 40,343
September 2004 3.53 3.26 3.37 39,298
October 2004 3.67 3.25 3.60 60,541
November 2004 3.97 3.51 3.65 48,420
December 2004 4.49 3.53 4.29 39,538
January 2005 4.76 4.05 442 83,031
February 2005 4.44 4.31 4.36 51,114
Note:

1 Volumes for quarters ended September 2003 to June 2004 reflect average monthly volumes.

51 The following graph illustrates the movement in Southcorp’s share price:

Southcorp Limited
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IV Valuation approach

Valuation methods

52 Australian Securities and Investments Commission (ASIC) Practice Note 43
“Valuation Reports and Profit Forecasts” outlines the appropriate methodologies
that a valuer should consider when valuing assets or securities for the purposes of,
amongst other things, share buy-backs, selective capital reductions, schemes of
arrangement, takeovers and prospectuses. These include:

(a) the discounted cash flow (DCF) methodology

(b) the application of earnings multiples appropriate to the businesses or
industries in which the company or its profit centres are engaged, to the
estimated future maintainable earnings or cash flows of the company,
added to the estimated realisable value of any surplus assets

(c) the amount that an alternative acquirer might be willing to offer if all the
securities in the target company were available for purchase

(d) the amount that would be distributed to shareholders in an orderly
realisation of assets

(e) the most recent quoted price of listed securities
) the current market value of the assets, securities or company.

53 Under the DCF methodology the value of the business is equal to the net present
value (NPV) of the estimated future cash flows including a terminal value. In
order to arrive at the NPV the future cash flows are discounted using a discount
rate which reflects the risks associated with the cash flow stream.

54 Methodologies using capitalisation multiples of earnings or cash flows are
commonly applied when valuing businesses where a future “maintainable”
earnings stream can be established with a degree of confidence. Generally, this
applies in circumstances where the business is relatively mature, has a proven
track record and expectations of future profitability can be predicted with
reasonable confidence. This methodology is generally not applicable where a
business is in start up phase, has a finite life, or is likely to experience a significant
change in growth prospects and risks in the future.

55 Capitalisation multiples can be applied to either estimates of future maintainable
operating cash flow, earnings before interest, tax, depreciation and goodwill
amortisation (EBITDA), EBITA or net profit after tax. The appropriate multiple
to be applied to such earnings is usually derived from stock market trading in
shares in companies that are considered to be comparable and from precedent
transactions within the industry. The muitiples derived from these sources need to
be reviewed in the context of the differing profiles and growth prospects between
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the company being valued and those considered comparable. When valuing
controlling interests in a business an adjustment is also required to incorporate a
premium for control. The earnings from any non-trading or surplus assets are
excluded from the estimate of the maintainable earnings and the value of such
assets is separately added to the value of the business in order to derive the total
value of the company.

56 An asset based methodology is applicable in circumstances where neither a
capitalisation of earnings nor a discounted cash flow methodology is appropriate.
It can also be applied where a business is no longer a going concern or where an
orderly realisation of assets and distribution of the proceeds is proposed. Using
this methodology, the value of the net assets of the company would be adjusted for
the time, cost and taxation consequences of realising the company’s assets.

Methodologies selected

57 The market value of Southcorp has been assessed by aggregating the market value
of the wine business together with the realisable value of surplus assets and
deducting net interest bearing debt.

58 The valuation of the wine business has been made on the basis of market value as
a going concern. The primary valuation methodology used to value the wine
business is the capitalisation of eamings before interest, tax and amortisation of
goodwill (EBITA) method. Under this methodology the value of the business is
represented by its core underlying normalised EBITA capitalised at a rate (or
EBITA multiple) reflecting the risk inherépt in those earnings.

59 However, as the full benefits of current rationalisation and re-organisation
initiatives will not be reflected in Southcorp profits until 2009, we have separately
assessed the present value of these incremental benefits using the DCF method.

Treatment of syne‘rgy benefits

60 Pursuant to ASIC Policy Statement 75 “Independent Expert’s Reports to
Shareholders”, when evaluating a takeover offer it is appropriate to assess the
market value of the shares assuming 100% ownership of the target company.

61 In most cases the value of 100% of the shares in a company significantly exceeds
